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ments be not very penetrating, or the suggested remedies thoroughly 
satisfactory. It is a great step to have attained the golden mean. 

Edwin R. A. Seligman. 

Grundlegung der theoretischen Staatswirthschaft. Von Dr. 
Emil Sax. Vienna, 1887. 

Professor Sax has become well known to the economic world through 
a series of contributions to the theoretical aspects of economic science. 
The present book may be considered as a continuation of his work 
published in 1884 : Wesen und Aufgabe der Nationalokonomie. In this 
work he attempts to find an economic basis for what the Germans 
call Finanzwissenschaft In the author's opinion the science of finance 
has not up to the present been correlated to political economy. Its 
so-called principles, so far as they are anything more than convenient 
rules of thumb, do not rest on an economic basis at all. All the leading 
writers on the subject have at some point in their expositions abandoned 
the attempt to find an economic explanation for the facts of taxation, 
and have had recourse to moral principles or principles of ordinary 
political expediency. To base taxation upon duty to the state, and to 
call for taxation according to ability, is at bottom an attempt to explain 
an economic phenomenon by ethical categories, and rests, moreover, 
upon a very confused notion of justice. Such a theory is of importance 
as against the old idea of proportional taxation, but contributes after 
all but little toward an economic explanation of the phenomena. 

The author divides the subject into the following leading topics : 
1. The theory of the public economy as a part of theoretical political 
economy ; 2. The various theories as to the economic nature of state 
activity; 3. The elements of human economy; 4. The general eco- 
nomic categories in the public economy; 5. The collectivistic func- 
tions; 6. The groups of collectivistic processes producing value — 
from which he deduces his " financial principles " or what we might 
call his " canons of finance." 

It will be seen that the author takes a very comprehensive view of 
the subject, so that what Adam Smith disposed of in a sentence has here 
grown into a volume of nearly six hundred pages. In his third division 
he gives a list of the general economic categories and then tries to show 
how they all reappear in essentially the same form in the life of the 
state. State activity is not for him something apart from the life of the 
individual ; private activity and public activity are both parts of one and 
the same process, beginning with, ending in, and having for its sole 
purpose the satisfaction of the wants of man. On its economic side the 
state is not an external agency which may determine arbitrarily what it 
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shall take from the proceeds of individual effort and what return it shall 
make for the goods it has taken, but simply one of the many forms of 
collective organization of which man must make use in his struggle to 
obtain the highest possible return for the least possible effort. 

Everything turns about the conception of value. The author accepts 
with little modification the so-called Austrian theory of value, as set 
forth by Menger, Wieser, and Bohm-Bawerk. Public contributions, 
i.e. taxes, are only one form of value — collectivistic value. 

The state occupies exactly the same relation to its subjects on its economic 
side as a private individual who happens to have a practical monopoly bears 
to the people who purchase his commodities. The state may fix the price 
from other considerations than those which affect the private monopolist who 
also fixes his prices at his own discretion ; the essence of the process, however, 
is exactly the same. Here we have a kind of value in the public economy which 
is perfectly familiar to us in the process of private economy ; and it is only 
necessary, therefore, to examine what modifications of the same follow neces- 
sarily from the collectivistic point of view. [Page 298.] 

The form of value as it appears in the public economy is assimilated 
directly to the forms of value appearing in the giving of commodities 
for services — as in paying doctors' or lawyers' bills, which seldom are 
the same for poor persons as for rich. In all cases, however, — whether 
in the isolated private economy (for example, Robinson Crusoe), or in 
the exchange of commodities between two private economies, or in the 
exchange of commodities for service or vice versa, or in the payment 
of fees and taxes, — the phenomenon of value lies at the basis and is 
the same in essence in each case, however much its form may change 
(page 297) ; and it is this phenomenon, this fundamental category, 
which, reappearing everywhere in the individual and collectivistic life 
of a community, enables us to develop a theory of political economy 
that will also include a theory of taxation. 

In Section II the author takes up one after another the various 
theories of taxation which have been advanced, and seeks to show how 
they all fail in finding an economic basis for taxation. Smith, Senior, 
Bastiat, Say, Ricardo, List, Dietzel, Wagner and Stein receive his atten- 
tion in turn, and it must be said that on the whole he makes out his 
case against them. I think we must grant him that up to the present the 
so-called science of finance is in an extremely unsatisfactory state. Our 
knowledge of financial systems has been largely advanced, but the 
science is not much better off as to its fundamental principles (on its 
economic side, at least) than it was fifty years ago. Wagner, who has 
done much to advance the subject in various ways, refers in his discus- 
sions almost as much to ethical as to economic considerations and really 
bases his system almost entirely on the former. 
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Every person has individual wants and collectivistic wants ; i.e. he has 
wants which come to him as a human being simply and would persist if he 
were an isolated individual, and he has wants which grow out of his associa- 
tion with others. None of the latter can be satisfied without some kind of 
organization ; and in this system he must give something to others as well 
as receive from them. Many of them can be satisfied only through the 
highest type of organization, the state ; and to the state also he must 
give something in order to secure this satisfaction. Individual and 
collectivistic wants must be co-ordinated within each private economy 
with relation to its stock of goods. 

The final utility of every satisfaction for particular wants will vary with 
every economy ; so that the value of a state service will be very different 
to different people, varying notably with the stock of goods in their 
possession. The state may, therefore, for a given service take very 
different sums from different private economies, because the final utility 
of the service varies with the amount of goods. 

This theory justifies, therefore, not merely so-called proportional 
taxation but also progressive taxation, and gives an economic basis for 
it. The author analyzes the phenomena and comes to the conclusion 
that no person should contribute to the satisfaction of the collective 
wants, i.e. pay taxes, until his goods exceed the absolute minimum 
necessary to physical existence. From that point on he can give an 
increasing proportion of his goods, up to a certain point where the final 
utility of further state services begins to grow smaller. When this latter 
point is reached, there is no further economic basis for a further increase 
of the rate. From a similar analysis he deduces the propriety of taxing 
at different rates individuals of the same property but with unequal 
claims upon them. "The problem of taxation is to take from the 
private economies for collective wants quantities of goods which shall 
be so measured that every person, according to the actual condition of 
the individual values within his possession, shall estimate the goods taken 
from him as high as others do the goods taken from them " (page 514). 

The author then takes up some of the more special questions. He 
thinks that taxation is only reasonable as a system of different kinds of 
taxes (page 541). This follows directly from his theory. It is a 
justification, therefore, to a certain extent of the existing methods of 
taxation. The single-tax theory is not only unsatisfactory from a prac- 
tical point of view but is a violation of fundamental economic doctrines. 
The only method of securing fairly perfect taxation lies in developing 
a complicated system of many different kinds of taxes, so arranged that 
one will supplement the other. Complication, not simplicity, is the char- 
acteristic of a good system of taxes. A few paragraphs are added upon 
the distinction between direct and indirect, special and general taxes, 
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etc. In his treatment of these subjects the author does not differ very 
widely from Schaffle. 

Professor Sax's work pretends to be nothing else than a theoretical 
investigation. As such, it must be admitted, I think, that he has made 
a substantial contribution to the subject. He emphasizes an aspect of 
the topic which must attract -more and more attention until a satisfactory 
solution of its problems shall be found ; and he is the first to give us a 
purely economic basis of taxation and a purely economic rule for the 
distribution of taxation. Not " equality of sacrifice " but " equality of 
values taken " must underlie all reasonable systems of taxation. 

Edmund J. James. 

Grundlagen der Volkswirthschaftslehre. Von Friedrich Julius 
Neumann. Tubingen, H. Laupp, 1889. 

In opening this book the reader will be struck by the contrast between 
dedication and preface. The dedication is to Roscher, and indicates 
that the author was trained in Roscher's methods ; but in the first sen- 
tence of the preface the deductive bent of Professor Neumann's mind 
is clearly revealed. There is, however, great strength in this union of 
opposing points of view ; and from thinkers like Professor Neumann, 
who are deductive by instinct but historical by education, there is a 
good prospect that the differences between the old and new political 
economy will be finally set aside. 

When, however, I examine the contents of this book, and seek to 
estimate the success of Professor Neumann's efforts, I find myself at a 
serious disadvantage. After the usual German custom, the book is 
given to the public in parts, and only one of the three proposed parts 
is yet in print. This part is mainly devoted to definitions and to the 
fundamental concepts of the science. The second part will treat of the 
objects of political economy, the nature of its laws and the theory of 
value and price. The third part will develop the laws of production 
and the shares in distribution. Here is an attractive programme, and 
one of especial present interest, because many of the doctrines which 
Professor Neumann proposes to emphasize have not been adequately 
treated by the historical school of economists. In the theory of dis- 
tribution and value most of the historical school seem to be Ricardians 
at heart. If Professor Neumann can develop a broader point of view 
— one more in harmony with the conception of economic science which 
German thinkers have long striven to realize — he will do a signal 
service. 

It is, as I have said, difficult to judge of the part now at hand, because 
the utility of economic definitions depends upon the use made of them 



